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Annual Meeting of the Institute Holland, last July, has submitted the 


The annual meeting of the American following 
Institute of Accountants will be held at the “In attempting to report on the International 
St. hotel, Atlantic City, New Jer- ot 


7 oe privilege of attending as a representative of the 
sessions of the council will take place on the institute, so many pleasant recollections come to 


20th and 23rd. The programme for the mind that it will be difficult to be brief. 
meeting was published in the Bulletin for “This was the second international accountants’ 


. congress or convention held, the first having taken 
August 16th. A detailed report of the place at St. Louis in 1904. The great success of the 
meeting will appear in the Bulletin for one this year led to the formation of a committee to 


October. make plans for another to take place probably in 
: three years. 
Board of Examiners “The convention succeeded in the exchange of 


2 ngage ideas through prepared papers on subjects of general 
The semi-annual examinations of the _ interest, discussions of those subjects and informal 


American Institute of Accountants will be exchange of ideas man to man as the occasion 
held November 18th and 19th. Appli- offered itself; also, and in no less degree, in the form- 


ing of acquaintanceship and friendship between 

cations should be received by the board of accountants of various nations, and this feature was 

examiners sixty days before the date of given equal importance at the convention, through 

examinations. Examinations will be con- the entertainment provided by our Dutch hosts on a 

ducted in New York and other cities. to a ina = indicative of a great-hearted 

be selected to suit if possible the conven- po A ges 


‘ | The papers covered a range of ten subjects as 
ience of applicants. follows: 


“(1) The accountant’s certificate in connection 
Elijah Watt Sells Scholarship (2) 1 —_ ~ accountant’s responsibility. 
ndustrial organizati d t. 
_ The Elijah Watt Sells prize for excellence “(3) Legislation —<— 
in the May, 1926, examinations of the “(4) Standard costs as a basis of management 
American Institute of Accountants was “(5) V — 
. aluation for the balance-sheet and profit. 
— by the pre of examuners to Mary ““(6) The accounts of local authorities. 
izabeth Wilcox of Boston. Miss Wilcox “(7) Education for the profession. 
has been admitted to the Institute as an “(8) Increasing and diminishing returns in 
associate. connection with cost price. 
machines, appliances and methods. 
7 e organization of large accountants’ 
International Accountants’ Congress offices in connection with the account- 
A. S. Fedde, who was appointed by the anes SeRgRREEEENy 
president of the Institute as one of the dele- “On most of the subjects there were two or three 


gates to represent the American Institute P@Pers prepared which were translated into several 
of Accountants at the International Ac- languages and distributed beforehand by mail to 


- ; those whose attendance was expected. While in 
countants’ Congress, held in Amsterdam, Paris I received copies of all the papers in English 
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and they made a stack two inches thick. The 
continental breakfast requires very little attention, 
so instead of the usual gastronomic performance, I 
was able to go through (mentally only) the papers 
on eight of the subjects before leaving for Amster- 
dam. That it was possible to read them on a holiday 
in Paris should be sufficient comment on their 
quality. Any discussion or summary of the papers 
would make this report too long and it is difficult to 
select any one subject as having the greatest interest. 
A fact which might be noted, however, is that the 
Netherlands Institute of Accountants has a very 
high standard for admission. The young man is 
required to take about eight years of commercial and 
accountancy studies so that he is not ready from the 
standpoint of education for admission into the 
Institute until he is about 26 years of age. 

“There were twenty-four papers of which four 
were prepared by Americans, namely, Robert H. 
Montgomery of Columbia University and member 
of the American Institute of Accountants, subject 
number 3; J. M. Clark of Chicago University, 
subject number 5; John T. Madden, of New York 
University and member of the American Institute of 
Accountants, subject number 7, and William S. 
Kemp, member of council of the National Associa- 
tion of Cost Accountants, subject number 8. 

“The papers were not read in meeting but were 
presented as printed, with a brief oral digest by the 
author. Accountancy societies of practically all 
European countries were represented by delegates. 
The discussion was in Dutch, German, French and 
English—much of it in English. 

“The entertainment features comprised a rece 
tion by the municipal officers at the town hail in 
Amsterdam (including a collation); visit to a 
diamond-polishing factory; orchestral concert offered 
by the municipality of Amsterdam and given by 
Mengelberg’s orchestra; trip to Rotterdam and 
reception by the municipality (including a collation); 
‘convivial lunch’ at Rotterdam given by Rotter- 
damsche Droogdok-Maatschappij, meaning of course 
the Rotterdam Dry-dock Company; ‘convivial 
non-officia! dinner’ at the kurhaus of Scheveningen, 
the coast resort of the Hague; official dinner of the 
congress at the concert-hall of Amsterdam, and an 
all-day trip to Vollendam and the island of Marken. 
All the facilities and entertainment were provided by 
the Dutch, not even a registration fee being charged 
the visitors. en it is realized that prices are as 
high in Holland as in the United States and that 
there were over 250 visitors from other countries 
entertained, it wil! be indicated what the accountants 
of the little country of Holland did in the way of open- 
ing their hearts and purses. 

“The translation of the Dutch ‘informal’ into 
‘convivial’ on the English programmes was not 
without justification, as those occasions, as well as 
the official dinner, were decidedly jovial and festive 
with toasts and short speeches, but entirely devoid 
of the results which accrue at some festivities when 
hard liquor is substituted for the wines of France. 
The official dinner at the concert-hall of Amsterdam 
was a work of culinary art. No suitable dining 
room in Amsterdam was sufficiently large to accom- 
modate the 500 diners, so the beautiful concert-hall 
was specially decorated and a kitchen was built 
therein for the preparation of the one dinner. 

“The perfection in detail shown in a Rembrandt 


is a quality permeating everything undertaken by 
the Dutch, and in their hospitality no pains were 
spared on detail to make each occasion perfect. 
We became so accustomed to receiving that I believe 
some expected to receive diamonds as souvenirs of 
our visit to the diamond-polishing factory. 

“This report would not be complete without 
mention of the luncheon given by the English 
contingent, headed by officers and representatives of 
the Society of Incorporated Accountants, to the 
Americans, which was the opportunity taken to 
further the good feeling which exists between ac- 
countants of the two nations. 

“The morning of the first day was principally 
given to salutation speeches. It was presided over 
by the president of the congress, F. van Dien, of 
Amsterdam, who made his announcements and re- 
marks in English, French, German and Dutch, and 
salutations were made by representatives of each 
country in one of those four languages. About 700 
persons attended the opening session, including 
about 200 ladies, and each session thereafter was 
attended by 400 to 500. Mr. van Dien presided as 
president over all meetings, and representatives of 
various societies acted as chairmen over the ten 
‘peesapanpenny and discussions of papers. I had the 

onor to act as chairman of the last meeting which 
gave me the opportunity to express for myself and 
the American Institute of Accountants our great 
appreciation of the kindness of our hosts and felici- 
tations upon the notable success of tne congress.”’ 


Dominion Association Annual Meeting 


The Dominion Association of Chartered 
Accountants will hold its annual conven- 
tion at Montreal, September 29 to October 
1, 1926. Approximately 300 accountants 
will be present at the meeting. It is ex- 
pected that the Honorable L.A. Taschereau, 
premier of Quebec, will speak at the opening 
session. Committees and auditors will be 
appointed at the morning session and there 
will be a business session in the afternoon. 
A technical subject will be~presented for 
discussion at the afternoon meeting on 
October 1st and officers and committees 
will submit their reports. Several enter- 
tainment features have been arranged, in- 
cluding a golf tournament, a trip around 
the harbor and the annual banquet. 


Minnesota Chapter 


The Minnesota chapter of the American 
Institute of Accountants held a banquet 
August 13th at the Hotel Duluth, Duluth. 
An address was delivered by O. J. Larson 
who urged accountants to take an active 
part in politics in the interest of better 
government. W.S. McCormick addressed 
the meeting on the importance of proper ac- 
counting in public offices. R.T. Schneider 
presided and J. E. McGregor acted as 
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toastmaster. The following men also 
spoke: C. H. Preston, Emil Kroeger, E. A. 
Waldo, J. A. Boulay, H. C. J. Peisch, 
A. C. Brude, James S. Matteson, Oscar 
Thayer and Irving S. Grover. 


Accountants’ Day Celebration 


There will be an ‘‘Accountants’ day” 
celebration at the sesqui-centennial exposi- 
tion in Philadelphia on Saturday, Sep- 
tember 25th. The Pennsylvania Institute 
of Certified Public Accountants extends an 
invitation to accountants to accept its 
hospitality in Philadelphia on that day. 
The Pennsylvania Institute will hold open 
house and the committee’s headquarters 
will be the Franklin room of the Benjamin 
Franklin hotel. Cards of invitation and 
programmes for ‘‘ Accountants’ day”’ will be 
distributed at the St. Charles hotel, At- 
lantic City, during the annual meeting of 
the American Institute of Accountants. It 
is hoped that accountants attending the 
Institute meeting will stop in Philadelphia 
on their return journey and take part in 
the ‘‘ Accountants’ day”’ activities. 


Public Accountant Honored 


The accountants of Baltimore gave a 
dinner on August 4th in honor of Raymond 
C. Reik, at the Merchants club. Mr. Reik 
has recently been admitted to the firm of 
Haskins & Sells and will in the future be 
stationed in Buffalo, New York. About 
seventy guests were present at the dinner. 
Among those who spoke were William P. 
Ryan, Ernest E. Wooden, Thomas L. 
Berry, Samuel K. Dennis, Charles C. Crog- 
gon and Folger McKinsey. J. Wallace 
Bryan acted as toastmaster. The com- 
mittee which made arrangements for the 
dinner was composed of J. W. Bryan, 
Charles H. Schnepfe, Elmer L. Hatter, 
Raymond E. North and Edward J. Steg- 
man. 


University Instructors in Accounting 


A meeting of the American Association 
of University Instructors in Accounting 
will be held December 29th and 30th at the 
Hotel Statler, St. Louis, Missouri. The 
meeting is to be held in conjunction with 
the American Economic Association. 


National Commercial Teachers 
Federation 


The twenty-ninth annual meeting of the 


National Commercial Teachers Federation 
will be held in Chicago, December 28, 29 
and 30, 1926. Regional chairmen repre- 
senting every part of the country have been 
appointed. 


Analysis of Basic Industries 
The Robert Morris Associates, an organ- 


ization of credit officers of banks, through its 
research committee, is planning to under- 
take a study of many of the basic indus- 
tries in this country. The analyses will 
include descriptions of manufacturing pro- 
cesses (as they might affect credit men), 
price competition, consumption, etc. The 
studies will be published from time to time 
in the bulletin of the Robert Morris Asso- 
ciates. 
posed a general outline for the analysis of 
any industry which is as follows: 


The research committee has com- 


GENERAL INDUSTRY STUDY 
OUTLINE 


I. Historical introduction. 
II. Factors influencing location of in- 
dustry. 
(a) Raw material. 
(b) Fuel and power. 
(c) Transportation and freight 
rates. 

(d) Labor supply. 
(e) Markets. 

Ill. Factory construction and equipment. 

IV. Raw material. 
(a) Kinds. 
(b) Sources—Foreign. 

Domestic. 

(c) Terms of purchase. 
(d) Financing. 

V. Manufacturing processes. 
(a) Preparation of raw material. 
(b) Fabrication of raw material. 
(c) Relation of labor to machinery. 
(d) Time required to convert raw 

into finished. 

(e) By-products. 

VI. Storage and distribution. 
(a) Seasonal nature. 
(b) Methods of storage. 
(c) Terms of sale. 
(d) Selling territory. 
(e) Limitation by freight rates. 


— 
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(f) Methods of distribution— 
Wholesale. 
Jobber. 
Retailer. 
Direct. 

(g) Uses of product. 

VIL. Operating statistics. 

(a) Production costs. 

1. Relation of labor cost to 
raw material and over- 
head costs. 

2. Relation of total cost to 
average selling price. 

(b) Turnovers. 

1. Material. 

2. Receivables. 

3. Net worth. 

(c) Profits. 


1. On sales. 
2. On net worth. 
VILL. Typical balance-sheet. 
(a) 100% statement. 
(b) Current ratio. 
(c) Plant investment. 
(d) Plant productivity. 
(e) Owners’ equity. 
IX. Financing the industry. 
X. Future of the industry. 
(a) Competition—Foreign. 
Domestic. 
(b) Substitutes. 
(c) Improvements in machinery. 
(d) Possible developments. 
(e) New uses for product. 
XI. Conclusion. 


COMMITTEE ACTIVITIES 


Special Committee for Placements 


The special committee for placements has 
prepared its report for the fiscal year ended 
August 31, 1926, which will be submitted 
at the annual meeting of the council. 
The committee feels that its work of or- 
ganization and its initial campaign to bring 
the attention of college graduates to the 
profession of accountancy have been nota- 
bly successful. Although the brief exist- 
ence of the bureau for placements has not 
permitted operations as extensive as are 
intended, the committee feels that the next 
year will show a great increase in its 
activities. 

Members of the Institute who will be in 
need of junior assistants for permanent 
positions between now and next spring are 
urged to communicate with the bureau for 
placemenis. The bureau has on file appli- 
cations from a number of desirable college 
graduates who wish to enter the field of 
accountancy. 

It is interesting to note that more than 
fifty per cent. of the applicants who have 
obtained positions with accounting firms 
through the bureau are graduates of liberal 
arts courses. The committee believes that 
this indicates that employers do not insist 
that their new assistants shall be techni- 
cally trained men, but are willing to accept 
men who have a good academic background 
and may subsequently acquire training in 
the technical features of the work. 


Special Committee on Public Affairs 


The distribution of letter-bulletin No. 6 
on bankruptcy problems has continued 
throughout the month of August at a 
normal rate. The total circulation of this 
letter-bulletin is now approximately 30,000. 
The total edition printed was 35,000. 
Many expressions of appreciation have been 
received from individual persons and organ- 
izations that have been presented with 
copies of this bulletin. An officer of the 
supreme court of the District of Columbia 
writes as follows: 

‘‘Having read with deep interest and 
profit your letter-bulletin No. 6, bank- 
ruptcy problems, if it would not impose 
upon your generosity it would be deeply 
appreciated if you would send me twelve 
copies of said bulletin, and they will be 
placed in the hands of deeply appreciative 
readers. For my personal files I should be 
under renewed obligations if you will send 
me one copy each of the letter-bulletins 
previously issued, namely Nos. 1 to 5 in- 
clusive.” 

H. P. Grundy, who delivered an address 
on the Canadian bankruptcy act before 
the Canadian Credit Men’s Trust Associa- 
tion, mentioned in his speech letter-bulletin 
No. 6 and used it as a basis for a comparison 
of the Canadian law with that of the 
United States. 

The Indiana Association of Certified 
Public Accountants has offered its assist- 


Bulletin of American Institute of Accountants 


ance in the circulation of the latest letter- 
bulletin. The association has requested 
1200 copies for distribution to the Indiana 
bankers’ association, and 500 more for the 
Indianapolis chamber of commerce which 
will distribute them to a selected group of 
local business men. Dissemination of the 
letter-bulletins in any community through 
the agency of the local society of public 
accountants has been found to be one of the 
most effective methods of circulation,and 
the assistance of the Indiana association in 
this way is highly valued. 

Because of the slackening of accounting 
work during the summer months and the 
absence of a large number of members on 
vacation, personal public-service blanks 
have not been distributed during the last 
two months. However, several members 
have achieved public service of importance 
and some of their acts have come to the 
attention of the bureau. 

Edward E. Gore, of Chicago, has been 
appointed by the president of the Chicago 
association of commerce as one of the con- 
ferees who are to codperate with trustees of 
the sanitary district in correcting unsound 
and wasteful methods and practices in dis- 


trict expenditures. An accounting investi- 
gation has already been made, covering four 
and one half years, between January 1, 
1921, and June 30, 1925, and the newly 
appointed committee has met with the 
sanitary district trustees to discuss what 
procedure may be advisable as a result of 
the audit report. It is expected that the 
reduction of expense of the sanitary dis- 
trict will result in a large saving to the tax- 
payers of Chicago, and that a considerable 
increase in efficiency will result from the in- 
vestigation. In addition to Mr. Gore, who 
is the only accountant member, the com- 
mittee is composed of one architect, one 
engineer and one banker. 

Edward Brady of Los Angeles has been 
elected secretary of the Petroleum Ac- 
countants Society, a new organization 
composed of accounting officers of oil com- 
panies on the Pacific coast. 

In all, during August, thirty-four items 
of public service came to the attention 
of the bureau of public affairs. Seven 
speeches were delivered, thirteen articles 
by members appeared in various publica- 
tions, and fourteen miscellaneous activ- 
ities are credited to nine individuals. 


STATE BOARDS OF ACCOUNTANCY 


Kentucky 


The state board of accountancy of 
Kentucky has adopted a resolution concern- 
ing the eligibility of applicants for admission 
to certified public accountant examinations. 
The resolution is as follows: 


WHEREAS, The board has found it impossible in 
many instances to obtain such information as will 
enable it to properly determine the eligibility and 
qualifications of applicants for admission to exami- 
nation, and 

WHEREAS, It is the desire of the board that no 
applicant be admitted to the examination who 
would not, under similar circumstances, be admitted 
to an examination held by the board of his resident 
state, 

Therefore, Be it Resolved, That, hereafter, all 
applications for admission to the examination held 


by this board, shall be submitted by the applicant 
to the state board of accountancy of the state, 
district or territory of which he is a resident, with the 
request that said board transmit the application to 
the Kentucky board with an endorsement showing 
whether or not the applicant would be permitted to 
take the examination in that state, district or terri- 


tory. 
Rhode Island 


The Rhode Island state board of ac- 
countancy has adopted the following 
amendment to its rules and regulations 
regarding candidates for certified public 
accountant examinations: 

“It is required that candidates shall have three 
years’ public experience or graduation from a rec- 


ognized school of accountancy together with two 
years’ public practice.” 


NEWS OF LOCAL SOCIETIES 


Colorado Society of Certified Public 
Accountants 


The Colorado Society of Certified Public 
Accountants held a meeting at the Albany 


hotel, Denver, August 13th. Senator Rice 
W. Means spoke on foreign affairs. It was 
decided to extend an invitation to organ- 
izations of accountants to hold their 1927 
conventions in Denver. 
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Indiana Association of Certified Public 
Accountants 


The fall meeting of the Indiana Associa- 
tion of Certified Public Accountants was 
held at the cottage of Frederick S. Willet, 
Klinger Lake, Michigan, beginning Sep- 
tember 4th and extending over labor day. 
In addition to the business sessions, the 
members present took part in many amuse- 
ments such as fishing, boating, golf and 
water sports. 


State Society of Louisiana Certified 
Public Accountants 


At the annual meeting of the State So- 
ciety of Louisiana Certified Public Ac- 
countants, held Thursday, August 12th, 
the following officers were elected: Curtis 
F. Scott, president; Lanaux Rareshide, 
vice-president; George A. Treadwell, secre- 
tary, and Charles L. Seemann, treasurer. 
The officers, with H. J. Miller, E. J. Rovira 
and L. E. Schenck, who were also elected, 
constitute the executive board. 

The reports of various committees showed 
considerable activity of the society during 
the year. Several society luncheons and 
some public meetings have taken place. A 
dinner was given in honor of the members of 
the federal board of tax appeals holding 
sessions in New Orleans. Efforts were 
made for the adoption by the state legisla- 
ture of a statute providing for arbitration of 
business disputes, but the attempt to effect 
the passage of such an act was unsuccessful. 
The society has inaugurated a publicity 
campaign to inform the public of the 
functions of public accountants. 


Pennsylvania Institute of Certified 
Public Accountants 


PITTSBURGH CHAPTER 


The Pittsburgh chapter of the Pennsyl- 
vania Institute of Certified Public Ac- 
countants held a dinner meeting at the 
Pittsburgh Athletic Association, August 
30th. The guests of honor at the dinner 
were members of the state board of ac- 
countancy who are making plans for the 
annual examination of certified public ac- 
countant candidates. The members of the 
board are: Horace P. Griffith, Frank Wilbur 
Main, Joseph M. Pugh and Robert L. 
Wallace. 


Virginia Society of Public Accountants 


Carlyle H. Morrisett of the Virginia state 
tax commission was the principal speaker at 
the annual meeting of the Virginia Society 
of Public Accountants held September 4th. 
His subject was the new state tax laws. A 
large part of the discussion at the meeting 
was devoted to the question of revising the 
by-laws of the society. 


Washington Society of Certified Public 
Accountants 


The Washington Society of Certified 
Public Accountants held its annual meeting 
at the New Washington hotel, Seattle, 
August 28th. The following officers were 
elected for the ensuing year: president, 
James P. Robertson; vice-president, Pearce 
C. Davis; secretary-treasurer, Frederick W. 
Buff, and auditor, Eugene J. Calloway. 
James P. Robertson and Frederick W. 
Buff were elected directors. 


COURT DECISIONS 


Arbitration 


Several statements concerning the ap- 
plication of the theory of arbitration in 
business were made by the court of appeals 
of New York in the case of American Eagle 
Fire Insurance Company, et al v. New Jersey 
Insurance Company. The points of interest 
are as follows: 

“Law forbids an arbitrator, though he 
acts with good intentions, so to conduct 
himself as to defeat the purpose of the 
arbitration by acting either for his own 


convenience or in interests of party by 
whom named, except that he has power 
under civil practice act, 1453, to withdraw 
before all proofs and allegations are heard. 


“Under submission agreement providing 
that, if arbitrator ceases to act as such, a 
substitute should be appointed, one of three 
arbitrators may not prevent other two from 
making a valid award, and his withdrawal 
on the threshold of a formal award did not 
end the authority of the other two to make 
an award. 


‘‘Where arbitration agreement provided 
that if arbitrator ceased to act a substitute 
should be appointed, held, fairly and equi- 
tably interpreting such agreement in har- 
mony with civil practice act, pp. 1451 and 
1453, that the vacancy caused by the with- 
drawal of an arbitrator need not be filled if 
the case has been heard, considered and prac- 
tically decided.”’ 


Banking 


Liability of bank for payment of bond- 
interest coupons where they have been lost 
or destroyed 

A plaintiff in an action for recovery of 
payment for lost bond coupons was the 
owner of the three coupons which had 
been attached to bonds of the kingdom of 
Italy but had been lost or destroyed. 
The coupons provided that the kingdom of 
Italy promised to pay to bearer at the office 
of the defendant bank in the city of New 
York six months’ interest due on the bonds 
to which they had been attached. On de- 
mand the bank refused to pay the amount 
of the coupons because the coupons were 
not presented for payment. It was agreed 
that the kingdom of Italy had supplied the 
defendant with funds wherewith to pay 
the coupons on their presentation and 
surrender to it, but not otherwise. 

It was held that the plaintiff could not 
recover the amount of the coupons as the 
money sent by the Italian government to 
the bank for the purpose of paying interest 
on the bonds did not create a trust in favor 
of the holders of outstanding coupons. 
In such circumstances, the relation of the 
bank and the kingdom is that of debtor 
and creditor and for breach on the part of 
the bank of its obligation the depositor 
alone could sue. There had been no such 
breach here, as the bank was merely obli- 
gated to pay the amount of coupons on their 
presentation and surrender to it, but not 
otherwise. The Lawrence v. Fox doctrine, 
(20 N. Y. 268) does not apply in this case, 
for directions standing alone to a bank do 
not constitute an agreement by the bank 
for the benefit of a third party, such as this 
plaintiff. The funds were not deposited 
with the bank under an agreement made 
upon consideration to pay the money so 
received to a third party. 

Erb v. Di Napoli, court of appeals of 
New York, May 25, 1926. 
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Fictitious reserve. Whether receiver of 
bank can recover amount of fictitious de- 
posit illegally created to evade banking law 
as to reserves :— 

A superintendent of banks, as receiver 
of the A bank, sued to recover a sum 
claimed to be on deposit in defendant bank. 
The president of the A bank, representing 
that the reserve of his bank was low, en- 
dorsed and gave the defendant bank certain 
notes, all with the notations ‘‘without re- 
course’’ endorsed thereon. By oral agree- 
ment between the presidents of the two 
banks the defendant bank gave the A bank 
credit on its books for the face value of the 
notes and defendant bank was authorized 
to charge them to the A bank’s account 
when they fell due. This authority was 
verified in writing. 

The court held that despite the endorse- 
ment ‘‘without recourse’’, the transaction 
was really a loan secured by the notes, the 
purpose of which was to establish a fictitious 
reserve account for the A bank and thus 
deceive the state banking authorities and 
evade the banking law requiring main- 
tenance of a reserve account. The real 
intent of the parties was that there should 
be a repayment of the amount credited. 
Under the contract defendant bank was 
granted the right to charge the indebted- 
ness of the A bank, agreed to by the con- 
tract, against the deposit and return the 
collateral security. As defendant admitted 
collecting one of the notes, it must pay the 
proceeds thereof to plaintiff and return all 
other notes held as collateral. As the posi- 
tion of the creditors had not been changed 
to their disadvantage by reason of the ficti- 
tious entries, defendant bank was not 
estopped from asserting its defenses in this 
action. 

Bon Homme County Bank v. Dakota 
National Bank, supreme court of South 
Dakota, May 18, 1926. 


Bankruptcy 


A rule as to the effect of careless book- 
keeping methods on a bankrupt’s right to 
discharge was stated by the district court, 
southern district, New York, in re Schiff et 
al. Careless method of bookkeeping is not 
ground for denial of discharge of bankrupts 
unless books disclose an interest on part of 
bankrupts to conceal their financial condi- 
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tion and bolster up fictitious accounts en- 
tered in the schedules, and the books have 
been so falsely kept that the true financial 
condition of the bankrupts can not be ascer- 
tained by a competent accountant. 


Priority of claims of director general of 
railroads against insolvent corporation :— 

A corporation did acts which amounted 
in substance to a voluntary assignment of 
all its property within the meaning of 
Revised Statutes, section 3466, providing 
that the United States should be first satis- 
fied when a debtor, not having sufficient 
property to pay all its debts, makes a volun- 
tary assignment thereof. The director 
general of railroads presented claims to the 
receiver of the corporation and asked for 
priority of payment. 

The court held that the director general 
was not entitled to priority. Whereas 
debts due directly to the United States in 
such proceedings are ordinarily entitled to 
priority, if the estate of the corporation 
were being administered under the bank- 
ruptcy act, the claims of the director gen- 
eral would not be entitled to preference 
under the decisions. Similarly, under sec- 
tion 10 of the act of March 21, 1918, dealing 
with law actions of railroads while under 
federal control, the same result would 
follow. Section 10 subjected the director 
general to the laws theretofore applicable 
to common carriers and forbade him to 
defend in any suit against him as an 
operator of such carriers on the ground that 
he was an instrumentality of the federal 
government. To permit the claimed prefer- 
ence would conflict with the spirit and pur- 
pose of section 10. 

Mellon v. Michigan Trust Co., supreme 
court of the United States, May 24, 1926. 


Corporations 


Whether a certain stock distribution was 
capital or income :— 

A trustee petitioned for instruction as to 
whether to distribute as income or treat as 
capital certain shares of the Electric Bond 
and Share Securities Corporation distrib- 
uted by the General Electric Company. 
He held as part of a trust fund shares of the 
General Electric Company which owned all 


the common stock and 300 shares of the 
preferred stock of the Electric Bond and 
Share Company. For taxation and other 
reasons the General Electric Company had 
transferred to a new corporation, formed as 
the Electric Bond and Share Securities 
Corporation, all of the said stock in the 
Electric Bond and Share Company, in con- 
sideration of which the new corporation 
issued solely to holders of the common stock 
of the General Electric Company shares of 
its common stock in the ratio of one share of 
said common stock for each share of the 
common stock of General Electric Com- 
pany. 

It was held that the trustee should credit 
to income and should not treat as capital 
the shares of the Securities Corporation 
which he received because of the common 
stock of the General Electric Company held 
in trust. The transaction by which the 
stock of the Securities Corporation was dis- 
tributed must be treated as a cash dividend 
payable to the beneficiaries of the trust. 
The form adopted by the General Electric 
Company did not make the distribution 
a distribution of capital of the General 
Electric Company, for that form was used 
so that the shares of the Electric Bond and 
Share Company would be held as capital 
by the new corporation for federal income- 
tax purposes and did not change the 
character of what was in fact done so far as 
this proceeding was concerned. 

Old Colony Trust Co. v. Jameson, supreme 
judicial court of Massachusetts, May 238, 
1926. < 


Internal Revenue 


Income tax. Right of taxpayer to 
maintain suit for refund while appeal on 
another item is pending before board of tax 
appeals :— 

In an action for refund of part of an in- 
come tax the pleadings showed that the 
plaintiff had paid an income tax for the year 
1917 of over $6,000. In the return for that 
year the plaintiff had included as taxable 
income certain stock dividends which he 
had received during that year. After the 


decision by the United States supreme 
court holding that stock dividends were not 
taxable, the plaintiff filed with the com- 
missioner of internal revenue a claim for 
refund of such part of the tax already paid 
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by him as arose from the inclusion of stock 
dividends as taxable income in his return. 
The commissioner notified the plaintiff that 
he was entitled to a refund as far as the 
matter of the taxability of the stock div- 
idend was concerned, but that in view of 
an audit of his income-tax return for the 
year 1917, and of his books and accounts, he 
was liable for an additional income tax for 
the year 1917 in the sum of nearly $10,000, 
after giving him due credit for the stock 
dividend. Plaintiff's appeal to the United 
States board of tax appeals was still pending 
at the time this action was brought. 

The court decided that the revenue acts 
authorized the refunding of a tax paid ‘‘in 
excess of that properly due. The amount 
of tax properly due from the plaintiff for the 
year 1917 was found by the commissioner to 
be nearly $17,000, of which there had been 
paid only some $6,000. From this finding 
the plaintiff has appealed, but until the 
board finds against him and he files a claim 
for refund or credit, this court is without 
jurisdiction to pass on the question of 
plaintiff's tax liability in the premises. 
The plaintiff can not separate one item from 
his tax return for which he is admittedly 
entitled to credit and use that as a basis of 
conferring jurisdiction on this court to 
determine the total tax liability for the year.’ 

Suhr v. United States, United States 
district court, western district of Pennsyl- 
vania, June 4, 1926. 


Corporation excise tax. Goodwill as 
taxable when based on personal contract 
between president of corporation and 
another :— 


The founder of an automobile-distribut- 
ing business in New England started as 
agent for the Buick Company when it was 
small, and grew up with it in a business way, 
helping it financially during times of need 
and entering perennial contracts by which 
his corporation was appointed exclusive 
Buick distributor. These contracts carried 
no right of renewal, were terminable at the 
option of either party on thirty days’ notice 
and were non-assignable. An excise-tax 
return for the years 1923-24 was made 
by the corporation which did not include 
any goodwill. The tax commissioner 
estimated the value to the corporation of 
the contract with the Buick Company and 
assessed a tax accordingly. In an action 
for refund of this tax paid under protest, the 
corporation showed that its president (the 
agent) was only able to continue the con- 
tracts with the Buick Company because of 
his personal relations with its officers, that 
similar contracts were not customary with 
the Buick Company, and that the company 
had notified the corporation that it would 
no longer enter into such contracts as soon 
as the president severed his relationship 
with the corporation. 

The district court held that the tax could 
be recovered. The goodwill of such a 
business is dependent on the life of its 
owner, and on the continuance of a friendly 
feeling for him by the managers of the other 
company. Goodwill resting on such an 
insecure foundation would not be salable 
for any substantial sum to a reasonable 
person and accordingly could not be valued 
and taxed. 

Noyes-Buick Company v. Nichols, United 
States district court, Massachusetts, Au- 
gust 26, 1926. 


REVIEWS 


J. PRYSE GOODWIN—" THE ACCOUNTANT” 


One of a series of articles appearing in the 
New York Herald-Tribune on ‘Choosing 
a Profession.” 


The writer says that many high-school and college 
graduates hold the opinion that accountancy is a 
monotonous profession, but he asserts that the 
accountant does not fall into a rut and that he has as 
great an opportunity for service and remuneration as 


the doctor or lawyer. Accountancy renders service 
to corporations, partnerships, individuals, institu- 
tions and to all forms of industry, commerce and 
finance. The accountant examines and_ verifies 
earnings and operations as indicated by books and 
accounts, and the result of his analysis may lead to 
development of more profitable lines of endeavor or, 
on the other hand, to the exposition of unprofitable 
activities or poor management. The audit and 
certification of balance-sheets and earnings by public 
accountants are often the bases upon which man- 


| 


agement obtains working capital from investors. 
Such systems are of value to the public as a gauge 
of the desirability of investments. The installation 
and improvement of systems of accounts and of 
internal controls effected by accountants often in- 
crease production and the rate of turnover, thereby 
reducing cost. Modern cost systems enable manu- 
facturers to pursue their activities with accurate 
knowledge of their financial situation. In taxation 
accountants assist the taxpayer in determining the 
fair amount of his taxes and materially aid the gov- 
ernment in collecting what is due. The work of 
accountants is a factor in reduction of crime. Peri- 
odical audits and an internal check discourage de- 
falcations by employees. 

The profession of accountancy primarily demands 
a knowledge of mathematics, bookkeeping, account- 
ing, economics, statistics, commerce, finance and 
commercial law. Personality is an important factor 
in an accountant’s success and he must have the 
faculty of dealing successfully with many different 
kinds of persons. The writer says that the profes- 
sion is making an increasingly wide appeal to men of 
higher education. He mentions the bureau for 
placements of the American Institute of Accountants 
which offers a means of bringing college graduates in 
touch with professional accountants with the purpose 
of attracting university men to the profession. The 
opportunities in accountancy for studying the 
financial structure of multifarious commercial organ- 
izations are a valuable means of familiarizing the 
student with industrial methods. There is also an 
opportunity for travel. The experience thus gained 
is later frequently valuable in filling executive posi- 
tions of responsibility in private organizations. 


NORMAN L. McLAREN—‘SECURITIES AND 
THE CORPORATION INCOME TAX” 


An address delivered before the annual 
convention of the California Bankers’ 
Association at Del Monte, California, May 
27, 1926. 


The speaker referred to the saving effected in 
individual income taxes by the change in federal tax 
rates, but stated that corporation income-tax rates 
had been slightly increased and would be further 
increased in subsequent years. According to the 
speaker, it is generally concluded that there can be 
no further tax cut before the next presidential elec- 
tion. The tendency toward increased appropria- 
tions makes the possibility of decreased taxation 
more remote. The speaker referred to a buildings 
appropriation bill, providing for the expenditure of 
about $125,000,000, as one of many deferred expenses 
which will affect the government finances for some 
years. He said also that political considerations 
might influence the legislature to reduce taxes on 
luxuries which are felt directly by the people 
rather than corporation taxes. Assuming that the 
present tax schedule on corporate incomes may be 
anticipated for four or five years, many banks 
will pay a greater percentage of their earnings 
than ever before. In this situation the* relative 
merits of tax-exempt and taxable securities deserve 
careful consideration, said the speaker. He quoted 
statistics relative to municipal and corporation 
bonds and drew the conclusion that municipal 
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bonds seem to offer an exceptionally attractive 
opportunity for investment at the present time. 


FRANCIS OAKEY—‘SAFEGUARDING THE 
CITY’S TREASURY BY SOUND 
ACCOUNTING” 


Article published in The American City 
for July, 1926. 


The writer says that the city treasurer is the cus- 
todian and the receiving and disbursing officer of 
public funds. He is responsible for the accounting, 
recording and disbursing of all moneys received by 
his office. These duties necessitate a sound account- 
ing system with controls maintained over cash, un- 
collected taxes, investments, unexpended balances 
of funds, appropriations and outstanding debts. 
The writer says that these controls minimize the 
possibility of errors or defalcations passing unde- 
tected. They automatically indicate failure to col- 
lect and deposit all required income; they exert a 
check over expenditures made without due authority; 
they make it possible readily to prove the accuracy 
of unexpended balances of funds, and the regularity 
of issue, redemption and exchange of bonds. If the 
accounting system does not meet these requirements 
the funds of the city are not adequately safeguarded. 

The treasurer often has in his possession the cash 
balance and securities of invested funds which must 
be safeguarded. There must be due authority, says 
the writer, for the withdrawal of cash or securities 
from the bank or vault. These depositories should 
conform to required standards and must be operated 
with modern methods of protection. A detailed 
record of each bank account must be proved each day 
to the cash control. Bank balances must be re- 
viewed each day, with regard to distribution of 
deposits, to prevent the increase of balances beyond 
legal limitations. The receipts-and-disbursements 
record must be kept in detail, showing sources from 
which receipts are derived and funds to which dis- 
bursements are to be charged. The record of in- 
vestments must be kept with regard to both cost and 
par value and proved on both bases to the control 
at least once a month. According to the writer, the 
two fundamental requirements. in a system of ac- 
counting for cash and securities are complete control 
and clearness of detailed records. 

All cash received must be carefully accounted for. 
The treasurer may receive cash from the tax collec- 
tor, from interest on bank balances, from income on 
investments, from individuals, firms and corpora- 
tions—the money to be held in trust for various 
purposes; and from the state for schools or other 
purposes. Totals from each source must be readily 
available for verification. The amount of interest 
on bank balances and income on investments is 
affected by the treasurer’s discretion, and he should 
obtain the highest rates of interest consistent with 
safety. In other cases he merely accepts and 
accounts for the amounts received. Receipts from 
taxes should be verified according to the records of 
other departments, and the same procedure applies 
to receipts from individuals, firms, corporations and 
state. In government affairs it is advisable to 
audit claims before payment. The warrants of 


comptroller or auditor performing the audit consti- 
tute orders on the treasurer to pay. The latter must 
be assured of the validity of the warrants, and the 


signature of a duly constituted authority must ap- 
pear on them. The treasurer designates the bank 
on which they are to be drawn and the warrants then 
should be registered in the bank accounts, the total 
entered in the record of cash disbursements and the 
warrants then transmitted to the payees. 

There is great risk involved in issuing bonds. 
Coupon bonds are put in the possession of the public; 
title passes by delivery; the holders in due course are 
not known; there is constant risk of redeeming 
counterfeit or stolen bonds or even of redeeming the 
same bond twice. In the case of registered bonds 
the promissor undertakes the serious responsibility 
of identifying and thus protecting the owner. An 
absolutely trustworthy engraver must be employed 
and he must render a complete accounting of all 
bonds engraved. A control must be established over 
the total issue and in this control a record of the bond 
numbers is essential. A complete record of the 
bonds issued is necessary. Coupons on unissued 
bonds should be canceled when due. Bonds re- 
deemed should be canceled after proof that they 
are genuine. A ledger of registered bondholders 
must be kept and frequently balanced with the 
control. The supervision of bonds and the keeping 
of related records must be delegated to certain per- 
sons so that the responsibility may be clearly fixed. 


H. F. SEWARD—"“ VOCATIONS AND AVOCA- 
TIONS” 


Address before New Haven Rotary club. 


The function of a public accountant as a reporter 
of facts and the growing importance of the public 
accountant in the community as an advisor were 
explained by Mr. Seward. The speaker called at- 
tention to the fact that the trend of modern account- 
ing is in the direction of simplification, particularly 
in relation to system work. Public accountants, he 
said, are contending for simplification of tax laws in 
the hope that the cost to taxpayers of preparing 
returns may be reduced. 


HERBERT H. TWOSE—“STANDARD COSTS 
IN THE CLOTHING INDUSTRY” 


Article published in Clothing Trade Jour- 
nal, June 19, 1926. 


The writer says that the two general methods for 
figuring costs in the clothing industry are: to esti- 
mate time, cost of material and trimmings of a 
single garment, add a percentage for overhead, and 
abide by the result; or to use the “ balancing system”’, 
in which total charges to cost are controlled through 
a general ledger account. Operators’ wages are 
charged to the cost of garments on which they have 
worked, the total of these charges agreeing with the 


L. H. Conant & Co. announce with pro- 
found sorrow the death of Edward Ruther- 


ford Conant, a member of the firm, July 26, 
1926. 
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total direct payroll. Requisitions are issued for 
materials and trimmings, and their cost is added to 
the cost of manufactured garments. A percentage 
of direct labor is added to cover overhead. 

The first method is so inaccurate as to be practi- 
cally valueless. It offers no trustworthy reasons for 
profit or loss. The second method provides for a 
severe check over all costs, although errors occur, of 
course. The system itself is sufficiently accurate, 
but its results are often learned too late to be of 
great benefit. The “ pre-determined”’ or “standard” 
cost system meets the requirements of both accuracy 
and promptitude in displaying results. A simple 
standard cost system might be installed in the follow- 
ing way: Two purposes should be in mind: (1) to 
establish bonus rates and (2) to establish standard 
costs on which selling prices were to be based. The 
bonus rates for operators in addition to a weekly rate 
for minimum performance accelerate greater produc- 
tion than is found under a flat weekly rate system. 
After the bonus and standard rates have been 
established, a permanent record is made on a standard 
cost card indicating the garment number, operation, 
operation number, bonus rate time for each opera- 
tion, bonus amount, standard time and standard 
amount. The standard amount column is the basis 
used for costs. To the standard cost of labor is 
added overhead, material, trimmings and packing. 
This gives the production cost, to which must be 
added commercial burden and profit in order to 
determine the selling price. 

The writer then describes the progress of a 
garment, showing how a record of its history is kept 
in order that the cost may finally be accurately 
determined. Each operator notes each day’s 
performance on a card and a daily labor summary 
is made up of the totals of these cards. This sum- 
mary shows the executive the correctness of his costs 
and the efficiency of his operators. A copy may be 
given to the factory superintendent in order that he 
may remedy deficiencies. 

Standard prices of material are fixed at an esti- 
mated average cost for the year. Under abnormal 
fluctuation of the market it might be advisable to 
change the standard, but this is not usually neces- 
sary, according to the writer. 

Factory overhead is based on the number of 
operators multiplied by average number of working 
hours, divided into the estimated total of rent, 
depreciation, non-productive labor, etc. This over- 
head is then applied to the standard time required 
to complete a dozen garments. The factors of 
labor, material and overhead give a standard fac- 
tory cost, and with the addition of commercial 
expense and profit, the final selling price. The 
great advantage of this system is that costs may be 
known daily. 


Hein & Greene, Binghamton, New York, 


announce the admission as a member of the 
firm of B. C. Wolcott and the changing of 
the firm name to Hein, Greene & Wolcott. 
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William Mills Corliss announces the 
removal of his offices from the Real Estate 
Trust building to the municipal pier, 
Chestnut street and Delaware avenue, 
Philadelphia. 


A. J. Lynn announces the opening of an 
office for the practice of public accounting 
at 497 Starks building, Louisville, Ken- 
tucky. 


The Lyons Audit Co. announces the re- 
moval of its offices to 716-21, Fabian build- 
ing, Paterson, New Jersey. 


The firm of Rodger & McLeod has been 
dissolved as of September 1, 1926. Louis 
A. Rodger will continue in practice at the 
Terminal building, Rochester, New York, 
under the name of Rodger & Co. Thomas 
L. McLeod will carry on his practice at 639 
Lincoln-Alliance Bank building, 183 Main 
street, east, Rochester. 


Touche, Niven & Co. announce the 
admission to partnership of William C. 
Bechert. 


Arthur Andersen, Chicago, is the author 
of ‘‘Operating and balance-sheet ratios in 
the financial and industrial investigation”’ 
which appeared in Pulp and Paper Profits 
for June. The June number of Manu- 
facturing Industries contained an article on 
operating and turnover ratios written by 
Mr. Andersen. 


Archibald Bowman, New York, has been 
reappointed a member of the committee on 
commercial law of the Merchants Asso- 
ciation of New York. 


George B. Buist, Fort Wayne, is serving 
this current year as treasurer of the budget- 
ing and accounting committee of the Fort 


Wayne community chest. Mr. Buist is 
also a member of the legislative committee 
of the credit men’s association and the 
chamber of commerce. 


Clem W. Collins, Denver, addressed the 
Colorado Society of Certified Public Ac- 
countants, June 26th, on the subject of 
accountants’ reports. 


Abraham Greenspan, Holyoke, Massa- 
chusetts, received in June the degree of 
bachelor of law from Northeastern univer- 
sity. 


J. H. Kauffman, Columbus, Ohio, is the 
author of an article which appeared in the 
June number of Ohio Schools on ‘‘ Why pub- 
lic institutions lack funds.”’ 


J. J. Klein, New York, spoke on coépera- 
tion of credit’ men with accountants at a 
meeting of accountants and credit men from 
the Silk Association of America, June 15th. 


W. B. Lathrop and John Medlock are 
sponsors of the Chicago and Cook county 
citizens’ committee for popular representa- 
tion. 


A. J. Lynn, Louisville, Kentucky, has 
been admitted to membership in the So- 
ciety of Industrial Engineers. 


Samuel Newberger, New York, wrote 
an article, ‘‘Is the service of an accountant 
necessary?’’ for the June 30th issue of the 
Tobacco Record. Mr. Newberger is the 
author of two articles, which appeared in the 
August numbers of Highway Transportation 
and Starchroom Laundry Journal, respec- 
tively. The New York Telegram of August 
25th contained an item by Mr. Newberger 
on ‘Safety first.”’ 


Samuel F. Racine, Seattle, Washington, 
is the author of two books, Annuity 
Studies, and Estate Accounts, recently 
published. 


Charles F. Rittenhouse, Boston, has been 
appointed instructor in corporation §ac- 
counting at Northeastern university. 


Erratum 


An error was made in the ‘‘Here and 
there’’ column of the Bul’etin for August, 
1926. In the announcement that William 
Steinberg has opened offices in the Farmers 
Loan and Trust Company building, 475 
Fifth avenue, New York, the name was 
incorrectly printed as William Steinberg 
Klein. 


— 


